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For morethan 36 years, the Southern CaliforniaAssociaion of Governments (SCAG) hastaken
itsroles and responsihilities as Southern Califoria’ s Merapoliten Planning Organizaion very
serioudy. Assuch, we have alwaysplaced atop priority on ensuringthat thefederal end sae
grant funds we receive are used for intended planning efforts. SCAG remains committed to its
mission of providing vison, leadership and responsible stewardship of issues of importanceto
Southern California both now and in the fuure.

SCA G has been working closely with CalTransthroughout the implementation of an audit to
address several issues regarding our accounting and contractingoperaions.

In 1999, SCA G retained the well-respeced consulting firm KPM G to conduct an internal
management review, and we then e ablished a comprehensive Bed Pradicesprocessto
implement aseries of internal improvements. We al© immediately natified CalT ransof these
activities, and we have been veary upfront with them abou our ongoing effortsto improvethe
effediveness of our internal operaions.

SCA G has been very public about the implementaion of the Bes Practices improvements.
Beginning in early 2000, SCAG completedthe Best Practices intemal assessment and began
implementing aseries of new procedures and improvement sthroughout thistime period. The
SCA G Regional Council has been kept fully informed of the agency’ s progressthroughout the
process.

The Bed Practicesprocess, headed initially by former L os Angeles City Adminigraive Officer
Keith Conrie, involved six separdetask forces, 267 paticipants andthousands of hours
dedicated to maximizing the éficiency of SCA G sinternal opeaions, including its contracting
and accounting procedures. Virtually all of these improvementsto our operations-- including the
retention of anew chief financial officer andtheingitution of afully integrated, state-of -the-art
accounting and program management s/stem — had been fully implemented by the later pat of
2001.

The CalT rans audit was initiated in 2000 and examined SCA G s operaions during the period of
January 1, 1998 to June 30, 2000. Whiletheaudit mentions SCA G simplementaion of the Best
Pradicesimprovementsin passng, CalT rans mug complee anothe audit to fully recognizethe
ggnificant advancesin SCAG soperdaionsover the lad two years. SCAGis currently appealing
several of the audit’ sfindings, and we stand by the argumentsmade in our appeal.

Virtually every finding raised in the CalTrans audit had already been identified either by KPMG
or through our Best Practices process andthen remedied and reflected in our current operaions.
SCAG believestha thenext CalT rans audit will properly recognizethetremendous progress tha
has been made over the lag two yeas.
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